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ECONOMIC DECLINE, COLD WAR 
STRUCTURE & THE TRADE-OFF BETWEEN WELFARE 
AND WARFARE IN 17 CAPITALIST DEMOCRACIES’ 


l. Introduction 

In most Western nations military expenditure has 
been decreasing since the mid-1960s. At the 
same time the public expenditure and Welfare 
provisions have increased steadily in almost all 
capitalist democracies. This rather uniform 
tendency changed after 1973 when the national 
economies tended to stagnate more and more and 
the public resources for spending became prog- 
ressively less.1 

Another reason for this development has been 
the deterioration of East-West relations since the 
mid1970s: the politics of ’peaceful coexistence’ or 
‘détente’ were gradually abandoned and replaced 
with the military politics and policies of the ’Cold 
War’ .2 

It is obvious, that the above mentioned changes 
will have a dramatic impact on the national pro- 
cess of budget-allocation and hence the pursuit of 
different policy-preferences. In short, it seems 
likely that economic decline and Cold War struc- 
ture will have influenced the existing pattern of 
public policies in most capitalist democracies. 

In this article I will analyse this development by 
investigating the occurrence of trade-offs bet- 
ween public policies simultaneously. It follows 
from the description of the contemporary history 
of the Western world that Defence and Welfare in 
particular are the areas where policy-making has 
changed. 

On the one hand, the development of the 
"Welfare State’ is a_ specific post-war 
phenomenon, and on the other hand the Military 
in most countries has never been greater than it 
is since the Second World War. 


=) 


More specifically the question to be answered is 
then: whether there has been a trade-off between 
guns and butter’, or not; and if so, to what extent 
and under what circumstances such a trade-off 
has occurred. 


1.1. Military Claims, Cold War and 


Economic Crisis 


The history of the ’Cold War’3 is crowded with 
examples of ’armament gaps’, of Western loss of 
authority in certain areas or of alleged increases 
of (potential) threat.4 Regardless of whether this 
is true, or not, it is a fact that until the mid-1960s 
this way of reasoning by the military and political 
establishment was by and large effective in con- 
vincing public opinion that money and other 
economic resources were necessary in order to 
keep Western industrialized society free’ from 
Communism. Yet, since the second half of the 
1960s legitimation of military expenditure has 
become an increasingly traumatic experience for 
the political and military authorities (democratiza- 
tion; Vietnam-protest; prosperity-claims). In 
most countries it was felt that the military had 
grown sufficiently and that the spirit of ’détente’ 
did not support claims for more money. This 
meant that a rearrangement of public policy- 
priorities by, for example, trading-off warfare for 
welfare had become much more difficult. 

The problem became even more acute in the 
light of the economic development of the Western 
world during the 1970s. The commitment to 
welfare provisions was by then widespread and 
generally accepted. The political choice as to how 
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to distribute the scarcer public economic 
resources had become more complicated than 
before. Although military claims were still 
recognized, the need for increases in military 
expenditure was no longer automatically ac- 
cepted. In other words: guns no longer went 
before butter without dispute. 

It is this problem, the squeezing of military 
expenditure between scarcer economic room to 
manoeuvre on the one hand and more political 
claims on the other, that has brought about the 
diminishing priority of defence during the late 
1960s and the early 1970s. After 1973, the year 
of the so-called ’oil-shock’, the overall budgetary 
tools to manoeuvre have become less utilizable in 
most countries under review. Since that time, the 
relationship between ’welfare and warfare’ which 
is the focus of this analysis has become increas- 
ingly diverse: in some countries both guns and 
butter have been reduced, whereas in others 
either both policies are increasing or are inversely 
related. It is clear that the periods before and 
after 1973 can be distinguished from each other as 
a consequence of the changes in economic 
development and international relations. 

This development in the relationship between 
Welfare and Warfare before and after 1973 will be 
the central focus of this article. I will demon- 
strate, that this relationship changed from being 
cross-nationally uniform towards a rather more 
diverse pattern of trade-offs and pay-offs in the 
various countries. 

I will therefore investigate the pattern of public 
expenditures on Defence and Welfare provisions 
in 17 democracies between 1962-1982 (for the 
countries involved see Table I). 

In the rest of this article I shall discuss the 
meaning of ’Trade-off’ and offer some answers to 
the question under what conditions trade-offs do, 
or do not, occur (Section II). 

These ideas will be followed by an empirical 
survey of the development of both military and 
welfare-related expenditures which will then be 
commented upon (Section IIIf). Finally I will put 
forward some feasible speculations in the light of 
the present situation (Section IV). 


2. How to Trade-off: The Politics 


of Priority-setting 


Politics and economics always imply some sort of 


strategy of selecting and setting priorities (be it 
rational and capitalist or not). Most of the time 
these procedures will hardly produce any pro- 
blems or consequences for different policy-fields 
or commodity-markets. During a period of a fall- 
ing rate of economic growth however, as is the 
case nowadays, this situation changes. Economic 
decline implies diminishing state means, whose 
allocation will incur opportunity-costs, as long as 
there is some alternative way of using these 
resources. In such a situation of choice the con- 
cept of opportunity costs refers to the benefits 
lost by choosing one policy at the expense of 
another.° One should nevertheless take into ac- 
count that this process does not inevitably imply 
an absolute trade-off between two _ policy- 
priorities but a relative one, depending on the 
priorities involved. We can even suppose that 
such a — albeit relative — trade-off may be avoid- 
ed if the state’s resources are increased in spite 
of economic stagnation. Such a situation where 
there is no explicit choice between policy- 
priorities we call a pay-off situation. 

A number of experts on comparative public 
policy have investigated this phenomenon® and 
found in various degrees certain trade-offs bet- 
ween welfare and warfare. That is to say, 
what was spent on welfare expenditure was more 
or less gained by cuts in defence spending and 
vice versa. This development has also been 
noted, amongst others, by an OECD working 
group on ’Public Expenditure Trends’. They 
pointed out, that ’where Defence expenditure has 
declined substantially this was in itself a major fac- 
tor in making room for new commitments in other 
programmes’ (1978, pp. 23-24). 

In short, a trade-off process always indicates a 
political strategy of choosing between policy- 
priorities. The outcome of such a process can be 
characterized as what one policy-type gains, the 
other looses (more or less). Statistically it means 
that both policytypes will be inversely related to 
each other. 

If this is not the case and public policies are 
positively related to each other, this will indicate 
a pay-off situation. A pay-off is thus charac- 
terized by the fact that both policies involved 
develop in the same way (i.e. more or less spen- 
ding on both simultaneously). 

As I already stated, such developments should 
not be considered in an absolute sense. All out- 
comes represent the process of setting priorities 
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in a relative fashion. A trade-off can then be defin- 
ed as the situation in which two public policies 
move (more or less) in opposite directions; a 
pay-off signifies the situation in which both public 
policy-outputs change in the same direction. 

As it is a relative process, the observed change 
cannot merely be accounted for by the other type 
of public policy or even by the development of the 
public resources as a whole. The politics of 
priority-setting are also a consequence of other 
factors influencing both policies involved in the 
process of trading off or have an impact on one of 
them. 

These other, often intervening, factors are 
more often than not been overlooked by authors 
who employ a merely economic approach. 
Although the concept derived from opportunity- 
costs may be useful in defining the process of 
trade-off and pay-off, it is not necessarily useful in 
investigating it. This is a consequence of the 
‘overload’ of assumptions which are hardly 
tenable in the real world. Therefore I will analyse 
not only the occurrence of this process, but also 
try to take into account political and economic fac- 
tors which may well be related to the choices and 
subsequent changes in two public policy-areas. 


2.1. The Influence of Politics and 
Economics on the Welfare-Warfare 


Trade-off 


The choice between the external security of a 
nation-state and the internal well-being of its 
population is a longstanding one in postwar 
history. Both the development of the Welfare 
State and the course of the Cold War have left 
their mark and contributed to the Welfare- 
Warfare trade-off, especially in the 1970s. 

The key factors underlying the postwar history 
of the capitalist world have been the interna- 
tionalization of economic relations and in- 
tensive (global) geo-political conditions.’ 

Both factors may account for the occurrence of 
a trade-off, as well as for the differences between 
nations regarding Welfare/Warfare trade-off. 

The internationalization of economic relations 
has not only made most countries more 
vulnerable to recessions, but also affects policies 
as a result of the social effects of such a recession. 

Both inflation and unemployment may well limit 
the capacity to choose guns before butter. This is 
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for the simple reason that the political situation in 
a country could become less stable if the well- 
being of the population is not taken care of. In ad- 
dition to favour welfare above warfare could very 
well be instrumental for the recovery of the 
economy; welfare-related expenditure may 
stabilise industrial relations and hence improve 
the position of a country on the world market. 

On the other hand, the intensification of the 
geo-political conditions will have a similar con- 
straining effect on the chances of trading-off. For 
the sake of external security and the stability of 
international relations it is more often than not 
thought necessary to give priority to defence. In 
other words: guns do come before butter, even if 
welfare provisions are also strongly desired. Any 
such outcome of the process of setting policy- 
priorities is furthermore influenced by a country’s 
stance towards the Cold War structure. 

Until now most Governments have not been too 
frequently confronted with the above described 
dilemma. Historically, this can be explained by the 
fact that during the 1950s the reconstruction of 
the economy and the military had priority over 
welfare-related policies. In the 1960s, a booming 
economy and a relaxation of East-West tensions 
provided room for the development of the welfare 
state. In the last decade however the economic 
decline began, and had a considerably different 
impact in the various countries. 

Countries that performed well on the world 
market and could sustain a reasonable degree of 
economic growth were more able to postpone 
certain choices. Thus it appears that economic 
growth and trade position are important factors 
regarding the public policy-choices and the 
understanding of the outcome of this process. 

It then follows that the economic resources at- 
tainable for the country are an important condition 
for both welfare and warfare. This signifies, that 
economic factors are important to.the politics of 
priority-setting: in (relatively) prosperous times 
they enable a country to pursue both welfare and 
warfare. In times of slackening growth of the 
economy or even decline, it may force the direc- 
tion of the trade-off, be it ’guns before butter’, or 
a decrease of expenditures on both welfare or 
warfare, i.e. guns and butter’. 
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2.2. International Politics 

Since the late 1940s the Western capitalist world 
has been geared to the (Anglo-)American global 
perspective regarding international relations, to 
the politics of containing anti-capitalist powers. 
From a military, strategic and geo-political point 
of view this implied that the centre of gravity of 
this ’Cold War’ has been Europe (the ’Theatre’). 
All nation-states are in one way or another, 
directly, related to the structure that has 
developed since 1947. This relationship varies in 
different countries, and this very fact is another 
relevant factor influencing the trade-off between 
Welfare and Warfare: the extent to which a 
nation-state is involved in the so-called 
"Cold War’ structure, both militarily and 
politically, will have an influence on the occur- 
rence and direction of a trade-off. 

In our opinion, this ’Cold War’ structure con- 
tains two dimensions: first, military and political 
integration of a nation into an alliance; and second, 
military involvement in the European theatre. 
Both dimensions will have a bearing on setting 
policypriorities, because they reflect the 
"military stance’ of a country regarding its ex- 
ternal security policy and hence its defence ef- 
forts. It makes a difference being neutral and 
constitutionally against wars of aggression (like 
Japan), or considering oneself responsible for 
maintaining liberty and democracy all over the 
world (like the USA) in terms of military efforts, 
and in Welfare/Warfare trade-off.8 

Apart from the economic performance, trade 
position and military stance of a country, we can 
expect that ‘domestic’ politics and policies also 
play a role in explaining the occurrences and 
development of trade-offs and pay-offs. 


2.3. Domestic Politics and Policies 


The influence of economic and military factors can 
be conceived as external to political decision- 
making, economic performance and world market 
dependency being more or less independent of 
the political system, and military stance as opera- 
tionalized above being a result of international 
(military) relations. To some extent this is a fair 
observation but at the same time it is not com- 
pletely correct. 


— OF 


First of all, political and economic features may 
be analytically separated but this is (of course) 
never true in reality. The same is true for the 
international environment. No one will doubt that 
governments and political parties are influenced 
by both economic performance and military 
stance. Secondly, economic performance in par- 
ticular must be regarded as a pre-condition for 
political decision-making. This term is not applica- 
ble to the international (military) environment. In 
the latter case it is better to assume that the ’Cold 
War’ structure has shaped a country’s military 
stance which — as recent history also shows — 
cannot be wished away. It is an undeniable part of 
political decision-making. The extent to which a 
country is dependent on its international trade- 
relations is not only a precondition for public 
policy-making but also directly influences the size 
of the public economy. For, as has already been 
stated, in order to remain competitive, a country 
has to keep the national social and economic 
forces under control. 

’Politics’ is consequently pre-conditioned and 
pre-formed by matters of external security or 
defence expenditure. This matter, however, is 
not of overriding importance with regard to 
welfare provisions and expenditures. It is 
therefore tenable to say that the strategy of set- 
ting policy-priorities is also influenced by national, 
or domestic, politics. Although this has only an in- 
direct bearing on defence policy, namely via non- 
military expenditures such as welfare provisions, 
it may influence the relationship between the 
two. 

It is my contention, that the question as to 
whether or not a trade-off exists and what shape 
it takes, can be partially answered with 
reference to the differences between left-wing 
and right-wing parties in the parliament and 
government of a country. For precisely this dif- 
ference is notable on both the issues of welfare 
and warfare: left-wing parties are traditionally 
anti-militaristic (or at least more critical than 
others) and favour welfare-provisions; nght-wing 
parties are strongly in favour of an up-to-date 
military apparatus and more critical of welfare ex- 
penditures. 

Following these arguments it may be expected 
that a left-wing dominated parliament and govern- 
ment will be reluctant to cut welfare expenditure 
in order to preserve military expenditure, and 
that the opposite line of reasoning will apply to 
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right-wing dominated countries. This depends on 
the degree of dominance of either Right or Left 
and the duration of power of either, as well as on 
the actual impact of economic performance on 
policy-making and of the existing military stance. 
The extent to which the economic, political and 
military factors discussed here account for the 
relationship between welfare and warfare will be 
investigated in the next section by looking at the 
cross-national variation in welfare and warfare 
expenditures between 1962 and 1982. 


3. Trends in ’Guns and Butter’: 
Developments between 1962—1982 
3.1. Research Strategy and Periodization 


A trade-off always involves an inverse move- 
ment of the public policies involved. In order to 
find out the magnitude and direction of the 


1. POSITIVE 
TRADE OFF 
2. NEGATIVE 


3. POSITIVE 
PAY OFF 
4. NEGATIVE 


Such a definition enables us to inspect the 
relative developments between the policy-fields 
involved. In this way the trade-off process can be 
discerned as an expanding and deflating sum- 
game. 

The independent variables representing the 
various influences mentioned in Sections 2.2 and 
3. i.e. Economic Performance and the World 
Economy, Military Stance and Domestic Politics, 
have been operationalized as follows: Economic 
Performance is expressed by the growth of real 
GDP (at market prices) in moving averages for 
each period; influence of the World Economy is 
measured by imports and exports as a share of 
GDP. 

Military Stance is an index of the two dimen- 
sions mentioned in Section 2.2 and the score 
ranges from 3 (Superpower) and 0 (imposed 
neutrality) through to 2 (allied and in Europe) and 
1 (neutral or outside Europe). Not surprisingly 
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change I have collected the outlays of government 
on Defence affairs and Welfare expenditure bet- 
ween 1962 and 1982. As they deal with a cross- 
national comparison the data have been trans- 
formed into GDP ratios (in %). In addition I have 
computed the change in the respective outlays as 
first differences and subsequently compared the 
outcomes per country for each period.9 

In terms of magnitude and change there are 
four possibilities. Both expenditures on welfare 
increase or decrease: if the change is above 
average this is called a positive or a negative 
trade-off/pay-off.10 The terms positive or 
negative are value-related concepts: positive 
always indicates always an increase in welfare ex- 
penditure whereas negative means a decrease in 
welfare expenditure. A trade-off simply means an 
increase in one policy-area and a simultaneous de- 
crease in the other. A pay-off then indicates the 
case in which both policy-areas increase or 
decrease during the same period of time. Thus: 


WELFARE (+) WARFARE (-) 
WELFARE (-) WARFARE (+) 
WELFARE (+) WARFARE (+) 
WELFARE (-) WARFARE (-) 


this variable is rather invariant, because it aims at 
structuring the history of the ’Cold War’. 
Domestic Politics is made up of the complexion 
of a parliament and government and indicates the 
strength of the Left and Right respectively (i.e. 
the parties representing them) in a country.!! 
The data are given in Table 1. 

It is clear from the figures and values that there 
is a considerable cross-national variation in the 
respective variables. This not only applies to the 
differences among the countries but also in a 
longitudinal sense. The argument, that a trade-off 
is merely an expanding-sum rather than a zero- 
sum game becomes clearer from these data: in 
only very few cases is there a straightforward 
substitution between welfare and warfare in 
terms of equal exchange. In most cases one of the 
two public policies is changing, whereas the other 
remains by and large at the same level. This pat- 
tern of variation leaves ample room for analysing 
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the setting of policy-priorities in the two periods 
1962-1973 and 1973-1982. 

The first period is one in which the economic 
conditions were still favourable, but both the in- 
ternational military and political situation was 
changing in terms of strategic concepts (from 
’massive retaliation’ to flexible response’) and by 
questioning USA-leadership (Vietnam and _ its 
aftermath). Finally, domestic politics were rather 
disturbed in most of the 17 countries by the 
popular call for more democratization and better 


welfare provisions since the late1960s. 

The second period also reflects these changes 
but in combination with the growing deterioration 
of economic performance in the industrialized 
world: since 1973/74 (after the dollar crisis and 
the oil-shock) the welfare state has been increas- 
ingly under pressure from the incremental effects 
of growing unemployment and inflation on the one 
hand, and its proclaimed ailment — conducting a 
monetarist economic policy — on the other. 


Table 1. Dependent and independent variables used in the analysis 
expressed in % and representing first differences 
eres i a 
Country Welfare expend. Defence expend. Economic growth 
62-73 73-82 62-73 73-82 62-73 73-82 
Australia 61 2.40 -.01 .30 5.25 2.69 
Austria 3.46 5.94 -.15 Zt 5.08 2.88 
Belgium 4.88 7.95 -.54 61 4.93 2.17 
Canada 2.39 3.68 -2.24 17 5.52 2.67 
Denmark 6.32 6.32 -1.01 46 3.97 2.06 
Finland 1.64 4.48 -1.06 29 4.77 2.98 
France 2.44 5.09 -2.53 59 5.28 2.68 
F.R.G. 2.14 5.95 -1.29 -.08 4.17 2.04 
Ireland 5.16 10.56 -.10 .70 4.34 2.99 
Italy 4.21 4.78 -.30 -.07 4.89 2.67 
Japan 2.23 6.44 -.17 19 8.86 4.26 
Netherlands 11.03 9.71 -1.28 21 5.13 1.99 
Norway 7.15 21D -.40 -.13 4.22 3.62 
Sweden 5.48 9.87 -.83 02 3.92 1.63 
Switzerland 4.33 3.58 -.79 08 3.87 42 
K. 2.29 4.93 -1.55 29 2.92 1.44 
U.S.A 2.92 2.95 -3.33 53 3.64 2.10 
ee 
ee a a a 
Political Military World market 
complexion stance dependence 
Country 62-73 73-82 62-73 62-73 73-82 
Australia 1.00 1.00 1.00 30.94 33.59 
Austria 3.00 00 .00 56.00 73.42 
Belgium 2.00 2.00 2.00 92.80 119.31 
Canada 1.00 1.00 2.00 39.95 51.45 
Denmark 4.00 4.00 2.00 59.20 65.60 
Finland 3.00 3.00 0.00 46.46 60.00 
France 1.00 1.00 2.00 29.22 42.97 
F.R.G. 2.00 3.00 2.00 37.77 51.40 
Ireland 1.00 2.00 1.00 78.48 107.30 
Italy 1.00 2.00 2.00 32.61 50.45 
Japan 1.00 1.00 0.00 19.59 26.09 
Netherlands 1.00 2.00 2.00 88.02 100.35 
Norway 3.00 4.00 2.00 83.07 88.74 
Sweden 5.00 3.00 1.00 45.55 59.60 
Switzerland 2.00 2.00 1.00 61.19 68.66 
K. 3.00 4.00 2.00 43.13 56.00 
U.S.A. 1.00 1.00 3.00 8.57 17.85 


See for sources: O.E.C.D., Economic Outlook 33 & 35, SIPRI, Yearbook 1979 & 1983, Castles (ed.), 


1982: Chapter 2 & 3 
N.B: 


Political Complexion and Military Stance are indexes and not percentages 
— 99 — 
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At the same time international military and 
political pressure is building up as a result of geo- 
political conflicts (e.g. Guatemala and 
Afghanistan), thus making room for a (re)newed 
arms race, now with Western Europe as the pro- 
spective battlefield. 

Both periods have apparently similar and 
distinctive features which leads us to expect cer- 
tain changes in the observed relationship between 
expenditures on Defence and Welfare before and 
after 1973. 

This is evident if one looks at the statistical rela- 
tionship between Welfare and Warfare and com- 
pares these results to the growth in total public 
expenditure. For the pre-1973 period the rela- 
tionship is negative (r=-.41, n/17), whereas after 
1973 this relationship is no longer apparent. How- 
ever this statistical relationship is strongly in- 
fluenced by the overall increase in public expen- 
diture which is strongly related to welfare 
(r= .60), and significantly and negatively to war- 
fare (r=-.44). This means that, at least between 
1962-1973, the tendence towards a positive 
trade-off was realized through a re-allocation of 
the growth of the public economy. This feature 
was no longer available after 1973. Since that time 
the role of the public economy seems to be one of 
preserving welfare expenditure (r=.51) whereas 
military expenditure does not appear to be related 
to any factor. 

The tendency for the second period appears to 
be less uniform than that for the pre-1973 period 
and in the direction of pay-off, both positive and 
negative. 

In order to specify more profoundly the dif- 
ferences between the periods and to increase our 
understanding of the reasons for it, we shall now 
examine the position of the countries on both 
dimensions of Welfare and Warfare. 


3.2. From Prosperity to Stagnation: 
1962-1973 


If one interprets the percentages from the first 
period in a relative fashion, it is obvious that the 
basic trend is towards a positive trade-off: all 
countries experience a rise in welfare-related ex- 
penditure and then a simultaneous decline (see 
Table 1). The potential explanation has already 
been given (a booming economy and détente), but 
this cannot account for the more specific variation 
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amongst the countries during this period. The dis- 
tribution of the countries in terms of trade off and 
pay off in a more relative way is presented in the 
next figure. 

There are indeed only a few countries that 
show a trade off between 1962 and 1973: 
Australia, Austria and Japan have experienced a 
negative trade-off, whereas only the Netherlands 
is characterized by a positive trade-off, i.e. ‘but- 
ter before guns’. All other cases (76 % of the 
cases being dealt with) tend towards either a 
negative (N =6) or a positive trade-off (N/=). To 
summarize, the relative tendency is to develop 
public policies in the same direction. It appears 
reasonable to suggest that economic development 
during this period was (still) the driving force 
behind this pattern of pay-offs. One could say that 
most economies are still relatively prosperous, 
although this has changed since the early 1970s. 
In general we can say that both economic per- 
formance and military stance did not have a 
negative impact on policy-choices made in terms 
of guns and butter. However, it is still rather sur- 
prising that so few NATO countries (N = 4) show- 
ed an increase in military expenditure (40 % of the 
cases involved). This may be explained by the fact 
that the nations not involved in any alliance have 
experienced a slower build-up of their military ap- 
paratus during the 1950s and consequently show 
a ’catching-up’ effect in the 1960s relative to the 
allied countries. Finland is in this respect an 
outlyer among the non-aligned nations. 

The distribution shows that most countries with 
a non-right Complexion of Government and 
Parliament are increasing their welfare output. 
However, there are a number of ’outlyers’: 
Austria, Finland and the UK are relatively 
underspending, whereas Italy, Ireland and the 
Netherlands are seemingly overspending. The 
latter cases can be explained by the fact that in 
these countries the religious factors and parties 
have pressed strongly for more welfare (especial- 
ly transfers to households), partly due to reasons 
of party competition, and partly for reasons 
emanating from the Catholic belief in family 
politics. 12 

Another factor that seems to influence the 
relative differences between countries with a 
high(er) growth rate and a lower one of welfare is 
clearly the impact of the world economy. All 8 
countries (except Italy) that have experienced 
such a growth rate are among the first 9 countries 
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if one rank-orders World Market Dependence. 
Only Finland and Austria are missing in this 
respect. This observation is furthermore sup- 
ported by the statistical relationship between wel- 
fare and world market dependence (r= .67). 

To summarize, the first period can be 
characterized in absolute terms as inclined to pro- 
cesses of trading-off ’guns vs. butter’ in a positive 
direction. Relatively speaking however, the main 
theme of most governments is apparently to 
deliver both guns and butter. In our opinion this 
is mainly attributable to the existence of the 
results of (still) favourable economic conditions, 
and also a consequence of the then current 
"détente’ of the East-West relations, and the 
growing weight of the world economy. It is within 
this context that domestic politics could flourish 
and may have some bearing on the actual choice 
of policy-priorities. 


3.3. Economic Decline and the End 
of ’Détente’: 1973-1982 


The figures in Table 1 illustrate immediately that 
the distribution of the countries is much less 
uniform after 1973. This is hardly surprising as at 
this time most countries experienced the effects 
of economic decline and the consequences of the 
‘oil-shock’ more and less directly. Yet, one could 
still observe a certain tendence in the direction of 
a pay-off rather than a trade-off (in absolute terms 
only three countries show a trade-off: the FRG, 
Italy and Norway). This overall tendency is 
reflected in the fact that statistically hardly any of 
the intervening factors seem to matter. Only 
government outlays (r= .51), and world economy 
(r=.41) are positively related to welfare, which 
may indicate on a general level that a potential 
development towards a negative pay-off or trade- 
off is countered in countries with a relatively 
strong public economy and/or a relatively strong 
dependence on the world economy. If we look 
more closely at the relative distribution of the 
countries, it is apparent that things have indeed 
changed since 1973: the number of pay-off coun- 
tries has decreased from 76 % to 53 %. 

It appears that there are two interesting things 
regarding this period: first, the countries that ac- 
tually change from one cell to another, or else, 
which apparently experienced a change in policy 
priorities; and second, the explanation of the 


_ 32 — 


overall change of the relative tendency of a pay-off 
to more trade-off situation, which as can be seen, 
doubled (an increase of 100 %). 

The majority of countries change either in 
terms of direction (positive and negative) or in 
terms of pay-off and trade-off. Only two countries 
change from a negative trade-off towards a 
positive pay-off and tradeoff respectively: Austria 
and Japan clearly develop more welfare-related 
output without actually decreasing defence. This 
attitude can be explained by the fact that both 
countries are welfare state ‘laggards’, and are 
characterized by a_ paternalistic-consensual 
political and social system.13 

No less than 6 countries change from a pay-off 
to a trade-off situation. Only two of them towards 
the positive cell (the FRG and Sweden) and the 
remaining countries to the negative one: Finland, 
France, the UK and the US. More clearly than 
before 1973 it can be suggested that Domestic 
Politics appear here to have played a major role in 
the shift of policy-priorities. Both Germany and 
Sweden have been characterised by Left-wing 
oriented politics (and this pattern could not be 
altered in Sweden during the short reign of the 
non-Left!) throughout the seventies and early 
eighties, whereas the other countries were not 
dominated by the Left. England, the obvious 
outlyer here can be explained by the fact, that it 
even earlier than the other countries was hit by 
economic stagnation. 

The most intriguing countries that have shown 
a change in public policy-output after 1973 are 
Norway, Italy and Switzerland. All three were 
originally characterised by a positive pay off, and 
are now in the negative pay off cell. They repre- 
sent genuine outlyers: they have very little in 
common in domestic politics, in military stance, 
and in economic development. What they have in 
common is that these countries apparently share 
a fiscal policy that to some extent bears 
monetarist features and that the world market 
dependence of Norway and Switzerland has been 
decreasing since 1973. The reasons for this 
development, however, are very dissimilar: Nor- 
way can afford to be restrictive as it is relatively 
wealthy due to its energy revenues; Italy has ex- 
perienced a huge budget-deficit which built up 
during the 1970s; Switzerland is a ’conservative’ 
country with its own way of dealing with the 
crisis, a way that is restrictive in several, not only 
monetary, respects.14 
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Judging from the changes that have been 
discussed, it appears that both international and 
domestic politics have played a role in the altera- 
tion of existing policy-mixes of welfare and war- 
fare; a change that without much doubt was set in 
motion by the economic crisis. 

Both the apparent ‘catching-up’ effect as a 
result of growing international tensions and the 
impediments caused by the economic slump show 
that, by and large these factors have a bearing on 
the political process of policy-making and priority 
setting. In addition it is clear that most countries 
with a strong dependence on the world market 
are more inclined to uphold the welfare state than 
other countries. 

To sum up, the second period is characterized 
by a more scattered distribution of striving for 
guns and/or butter’, and at the same time we can 
also conclude that the economic and international 
environment have had a predominant effect on 
both domestic politics and policies. The overall 
result of the analysis, especially in comparison 
with the previous period, shows that structural 
features in particular appear to influence the 
changes from positive to negative pay-offs and 
trade-offs. 


4, Conclusions 
The central question presented for analysis was 
to what extent a process of trade-off between 
guns and butter’ has occurred before and after 
1973 and why. The analysis showed that the 
‘tendency’ before 1973 was towards a pay-off 
situation and after 1973 more inclined towards a 
trade-off situation. It is clear that this difference 
in tendency is due to the economic decline and to 
some extent to the return of the Cold War. At the 
same time however, one should also note that the 
crossnational pattern becomes less uniform and 
straightforward: prior to 1973 there were hardly 
any trade-offs (4 vs. 8). This indicates, that there 
is indeed a tendency towards more zero-sum 
situations and less expanding-sum games. At the 
Same time it should be admitted that the overall 
change in terms of more or less butter is very 
small. Finally, there are two other interesting 
features that deserve attention: 
1. Countries change their level of military expen- 
diture from more to less and vice versa, 
whereas there are not such nations that 


change from more to less expenditure on 

welfare state issues at all between 1962 and 

1982. 

. Countries do not appear to prefer an 
outspoken political strategy of setting policy- 
priorities, for if one looks at the stable distribu- 
tion of cases over time and the response to. 
economic and international influences it is ob- 
vious that both increases and decreases take 
place simultaneously most of the time. 

In our opinion both points signify that in general 

guns do not (yet) dominate at the expense of but- 

ter. At the same time it is obvious that a stable 
level of military expenditure does not enlarge the 
budgetary room to manoeuvre for governments 

(as the so-called catching up’ effect has shown 

for several countries). 

In short, the level of military expenditure is 
rather invariant over time. This is — as we 
have seen — mainly a result of the constant struc- 
tures of the ’Cold War’ and thus also the 
behaviour of the alliances. 

The level of expenditure on welfare provisions 
does not change very much in terms of direc- 
tion from a comparative point of view. The cross- 
national differences are mainly a matter of 
magnitude and due to the indirect impact of 
economic performance and dependence on the 
world market. These structural features have in 
our opinion influenced the degree to which coun- 
tries could opt for a strategy of trading-off or 
paying-off. This outcome indicates at the same 
time that one cannot deliver a clearcut explanation 
of processes of tradeoff and pay-off and the direc- 
tion in which they will develop. For as has already 
been stated, the general tendency was from 
trade-off to pay-off, whereas the distribution 
showed an increase in cases of trading-off. 

This result regarding the change of both policy 
fields explains to some extent the slow, but still 
visible development towards trade-off processes. 
Until the early 1970s the political strategy of 
avoiding an explicit policy preference is obvious 
and was, to some extent, successful. However, 
that does not ascertain a successful strategy for 
the remainder of the period under review. 

For both the ’super powers’ of the East and the 
West continue to build up their armoury and 
hence international tension. The introduction and 
extension of new weaponry will in the final 
analysis not depend on modest changes in the 
defence budget of the various nations under 
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review. In addition the economic situation 1s still 
deteriorating and it appears that this deterioration 
will continue. It can therefore be argued that the 
present circumstances may very well lead to a 
mere cost-benefit analysis concerning the military 
strategy for the 1980s.15 For the ’Geneva talks’ 
on reducing weapons and especially on the future 
of Europe as the nuclear battlefield still leave little 
hope for an agreement. As long as the existing 
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